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Foreword 
Agricultural land values and cash rental rates in South 
Dakota, by region and by state, are the primary topics of 
this report. Target audiences for this report are farmers 
and ranchers, landowners, agricultural professionals 
(lenders, rural appraisers, professional farm managers), 
and policy makers interested in agricultural land market 
trends. This report contains the results of the 2003 SDSU 
South Dakota Farm Real Estate Market Survey, the thir­
teenth annual SDSU survey developed to estimate agri­
cultural land values and cash rental rates by land use in 
different regions of South Dakota. 
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Dr. Richard Shane, head, Dr. Don Peterson, Extension 
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Mary Brashier of the AgBio Communications Department, 
SDSU. 
Our thanks also go to Yonas Hamda, graduate student in 
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South Dakota Farmland Market Trends 
1991-2003 
Results from the 2003 SDSU South Dakota Farm Real Estate Survey 
Dr. Larry Janssen and Dr. Burton Pflueger1 
SUMMARY 
The 2003 SDSU Farm Real Estate Market Survey 
reports current agricultural land values and cash rental 
rates by land use in different regions of South Dakota and 
compare_s �em with values of earlier years. Key findings 
are highlighted below. 
• The most recent annual change (2002 to 2003) in 
agricultural land values of 9.7% is similar to the rates 
of increase reported in the previous 2 years and consid­
erably above the average annual rate of increase of 6.0% 
from 1991 to 2003. 
This annual rate of increase is the third highest of 
the past 12 years. From 2002 to 2003, annual rates of 
increase in the southeast and north-central regions were 
close to the statewide average while increases in the 
central, northeast, and northwest regions were substantially 
above the statewide average. Minimal changes in land 
values occurred in the south-central and southwest 
regions of South Dakota. 
• Cash rental rates per acre for cropland, hayland, 
and rangeland/pasture increased in most regions from 
2002 to 2003. 
In general, cash rental rate increases were strongest 
in regions where substantial land value increases were 
also reported. In other words, land values rapidly 
respond to increases in cash rental rates stemming from 
record crop yields, record farm program payments, and 
favorable calf prices. From 2002 to 2003, average cash 
rental changes for cropland varied from less than $1.00 
per acre in the western and south-central regions to 
increases above $4.50 per acre in the central and east­
central regions of South Dakota. 
• Economic conditions in South Dakota agriculture 
are seen as major reasons for increases in land market 
values. 
For example, farmland values have increased more 
than the rate of general price inflation from 1991 to 2003 
in all regions and for all land uses in South Dakota. Cash 
rental rate increases also continue to provide underlying 
support for increases in land values. These two basic 
economic factors, along with declining mortgage interest 
rates, attract interest in farmland purchases by investors 
and by farmers expanding their operation. 
• Land values and cash rental rates increased more 
rapidly from 1996 to 2003 compared to the earlier 1991 
to 1996 period for all land uses. 
As an example, South Dakota cropland values 
increased 7.2% annually from 1996 to 2003 compared to 
3.4% from 1991 to 1996. Similarly, South Dakota crop­
land cash rental rates rose an average of 6.0% annually 
from 1996 to 2003 compared to 1.9% from 1991 to 1996. 
This is directly related to provisions, especially crop 
subsidies and removal of planting restrictions, of farm 
program legislation from 1996 to the present and also 
to declining interest rates. 
1 Professors of agricultural economics, Department of Economics. South Dakota State University. Dr. Janssen has teaching and research responsibilities in economic 
development. agricultural finance, and farmland markets. Dr. Pflueger is Extension farm financial management specialist and also teaches an undergraduate course on 
agricultural cooperatives. 
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• Agricultural land values differ greatly by region 
and land use. 
In each region, per-acre values are highest for irrigat­
ed land, followed, in descending order, by non-irrigated 
cropland, hayland or tame pasture, and native rangeland. 
For each land use, per-acre land values are highest in the 
southeast or east-central regions and lowest in western 
South Dakota. 
The average value of non-irrigated agricultural land 
(as of February 2003) in South Dakota is $450 per acre. 
Non-irrigated agricultural land varies from $1009 per acre 
in the southeast to $174 per acre in the northwest. 
Average non-irrigated cropland values vary from $1156 
per acre in the southeast to $631 per acre in the central 
region and $281 per acre in the northwest. 
This is the first year that agricultural land values 
exceed $1000 per acre in any region and the third year 
that average cropland values exceed $1000 per acre in 
any region. Average cropland values exceed $1350 per 
acre in several counties of eastern South Dakota. 
Average rangeland values vary from $609 per acre in 
the southeast to $153 per acre in the northwest. Within 
each region, land productivity and land use account for 
substantial differences in per-acre values. 
• Average cash rental rates differ greatly by region 
and land use. 
Average rental rates are highest in the southeast and 
east-central regions and lowest in western South Dakota. 
In each region, cash rental rates are highest for cropland 
and lowest for pasture and rangeland. For example, 
average cash.rental rates in 2003 for non-irrigated 
cropland are $95 per acre in some counties of east-central 
and southeastern South Dakota and only $21 to $22 per 
acre in western South Dakota. 
Average rangeland rental rates are slightly above $42 
per acre in a few counties of southeastern South Dakota 
8 
compared to an average of $7. 70 per acre in northwest 
South Dakota. 
• Current average net rates of return on agricultural 
land in South Dakota remain considerably lower than 
farmland mortgage interest rates. 
However, the spread between mortgage interest rates 
and current net rates of return has narrowed this past 
year, due to overall interest rate declines. Respondents' 
estimates of net rates of return to farmland in their 
localities, given current land values, were 4.5% for all­
agricultural land, 5.2% for non-irrigated cropland, and 
3.9% for rangeland. This implies that relatively large 
down payments are necessary before land purchases 
can cash flow from net returns. Continued caution in 
farm real estate debt financing is essential. 
• Farm expansion continues as the major reason for 
purchasing farmland, while retirement from farming and 
favorable market conditions are the major reasons for 
selling farmland. 
In addition, investment potential and hunting/ 
recreation demand for farmland have emerged as major 
reasons for purchase during the past 9 years. Settling 
estates and financial/cash flow pressure are other major 
reasons for selling farmland. 
• Low interest rates, investor interest in farmland, 
and federal farm programs are listed as major positive 
factors influencing farmland markets. Drought condi­
tions in most of South Dakota, low returns, or relatively 
low commodity prices are listed as the main negative 
factors affecting farmland markets. 
Despite the negative impacts of the 2002 drought on 
the South Dakota economy, most respondents to the 2003 
survey indicated the drought has had relatively little 
impact on cash rents or land values in most regions of 
the state. 
South Dakota Farmland Market Trends 1991-2003: 
Results from the 2003 SDSU South Dakota Farm Real Estate Survey 
The 2003 SDSU Farm Real Estate Market Survey is 
the thirteenth annual survey of agricultural land values 
and cash rental rates by land use in different regions of 
South Dakota. We report on the results of the survey and 
also include a discussion of factors influencing buyer/ 
seller decisions and positive/negative factors that impact 
farmland markets. Publication of survey findings is a 
response to numerous requests by farmland owners, 
renters, appraisers, lenders, potential buyers, and others 
for detailed information on farmland markets in South 
Dakota. 
The 2003 estimates are based on reports from 239 
respondents to the survey. Respondents are agricultural 
lenders, Farm Service Agency officials, rural appraisers, 
assessors, realtors, professional farm managers, and 
Extension agricultural educators. All are familiar with 
farmland market trends in their localities. Copies of the 
survey were mailed in February and March 2003, request­
ing information on cash rental rates and agricultural land 
values as of February 2003. Rates of response, respondent 
characteristics, and estimation procedures are given in 
Appendix I. 
Results are presented in a format similar to surveys 
published by Janssen and Pflueger from 1991 through 
2002 . Regional level information on land values and 
cash rents by land use (crop, hay, range, pasture, and 
irrigated crop/hay)2 is emphasized in each of these SDSU 
reports. Current year findings are compared to those of 
earlier years. A new feature in this report is statewide 
estimates of cash rental rates by land use. An electronic 
version of this report is available at 
http://agbiopubs.sdstate.edu/articles/C268.pdf 
This report contains an overview of agricultural land 
values and cash rental rates across South Dakota. It may 
or may not reflect actual land values or cash rental rates 
unique to specific localities or specific properties. 
Readers should use this information as a general refer­
ence and rely on local sources for more specific details. 
County data on whole farm, cropland, and pasture 
land rents and values are provided by the South Dakota 
Agricultural Statistics Service (SDASS) in their report: 
South Dakota 2003 County Level Land Rents and 
Values. 3 This SD ASS report is based on a telephone 
survey of South Dakota farm/ranch producers and is 
the ninth annual survey of county level land rents and 
values. Major trends in per-acre cash rental rates and 
land values over time are similar in both the SD ASS and 
SDSU surveys. A detailed comparison of methods and 
results from these two farmland market surveys (SDASS 
and SDSU) are available in Janssen, 1999. 
Changing Economic Conditions 
in South Dakota Agriculture 
Most renters, buyers, and sellers of farmland are 
local residents. Consequently, land market participants 
are influenced by many social, financial, and economic 
factors in their localities. Many of the factors are related 
to changing economic conditions. Land markets tend to 
reflect these changing conditions but usually lag behind 
changes in the general and agricultural economy. Land 
markets are strongly influenced by expectations of future 
trends and the availability of debt or equity financing for 
land-related purposes. 
Most of the 1990s were characterized by low infla­
tion rates, declining to stable interest rates, and increasing 
export markets for grains, oilseeds, livestock, and meat 
products. The amount of farm debt gradually increased, 
and interest expense averaged between 9 and 11 % of 
South Dakota farm production expenses. Net farm 
income trended upward from 1990 to 1996 but has been 
lower since then. 
2 A major purpose of this survey is to report land values and cash rental rates by major uses of privately owned agricultural land, excluding farm building sites. 
Major non-irrigated land uses reported are crops. hay, tame pasture, and range. Rangeland is native grass pasture while tame pasture is seeded to introduced grasses. 
Agricultural land typically used for production of alfalfa hay. other tame hay, or native hay is considered hay land in this report. Cropland is agricultural land typi­
cally used for crop production other than hay production. Since most irrigated land in South Dakota is used for crop or hay production, we report the value and 
rental rates of irrigated land used for these purposes. These major land uses comprise nearly 98% of privately owned land in farms in South Dakota (Janssen. 1999). 
3 The SDASS report on county level rents and values can be obtained from the Sioux Falls office. The phone number is 605-330-4235 and the mailing address 
is South Dakota Agricultural Statistics Service. P.O. Box 5068. Sioux Falls SD, 57117-5068. The report can also be accessed via the internet at 
http://w,.-vw.nass.usda.gov/sd/ 
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Average prices of the principal crops (feed grains, 
wheat, and soybeans) rebounded considerably in 2002 
from prices in the marketing years of 1998 through 2001, 
which were the lowest average prices recorded in the past 
15 to 20 years. Likewise, cattle and calf prices have gen­
erally increased since 1996, resulting in improved profit 
margins prior to the 2002 drought. 
Crop yields were considerably above long-term trends 
from 1997 through 2001, before the drought reduced 
production in 2002. However, the value of principal 
crop production decreased from 1996 to 2001, primarily 
due to price decreases. The above-average yields buffered 
some of the impact of crop price declines. 
Nevertheless, the combined value of principal crops 
in South Dakota steadily declined from $2.9 billion in 
1996 to about $2.2 billion in 2000 and 2001 and to $1.9 
billion in 2002. 
Reduced crop production in 2002 due to drought 
more than offset the considerably higher crop prices 
received. 
The total economic impact of the 2002 drought in 
South Dakota was estimated at losses of $1.4 billion, or 
nearly 6% of gross state product. The direct effect of the 
drought was an estimated loss of $642 million in agricul­
tural income, while the indirect effect on businesses 
related to agriculture was reduced gross income of $493 
million and the induced effect on local consumers and 
businesses was $263 million (Diersen and Taylor, 2003). 
The impact of the drought on land market conditions in 
early 2003 was a subject of inquiry in this survey. 
Farm real estate mortgage interest rates dropped 
substantially in 2001 and 2002 to their lowest levels in 
more than 30 years. 
For example, Farm Credit System mortgage interest 
rates annually averaged between 7.9% and 10% from 
1991 to 2000 but declined to around 5.4% in 2002. 
Commercial bank mortgage interest rates were generally 
higher but also declined in the same period (USDA AIS-
80, March 2003). Reduced mortgage interest rates are 
expected to have substantial positive impacts on land 
values and cash rents, which may offset the negative 
impact of the 2002 drought. 
Farmland values have become more dependent on 
government farm program payments, especially in recent 
years. Federal farm program payments in South Dakota 
increased annually $230 million to $268 million during 
the 1995 to 1997 period to more than $700 million 
annually from 1999 to 2001. 
These payments were 5 to 6.5% of gross farm income 
in South Dakota from 1995 to 1997 and more than 14% 
of gross farm income from 1999 to 2001. 
A recent USDA-ERS study of farm program impacts 
estimated that 22% to 24% of cropland values in 2000 
in the Northern Plains, which includes South Dakota, 
is attributed to commodity program payments (Barnard 
et al. 2001). 
The strong employment base in many South Dakota 
trade centers provides off-farm employment for increasing 
numbers of South Dakota farm families . This permits 
greater economic stability and opportunities for many 
persons involved in land market decisions. 
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Many investors, including farmland owners, have 
received capital gains from sale of stocks, land, or other 
investments that can be used for purchasing agricultural 
land for a variety of purposes. Credit has been readily 
available in recent years to help finance land purchases 
and finance farm-operating expenses. 
Based on data from the 1997 Census of Agriculture, 
38% of South Dakota's agricultural land acres are cash 
lease or share lease from private landowners or a per-acre 
cash lease from state, tribal, or federal agencies. The 
proportion of leased agricultural land varies from nearly 
51 % of farmland acres in the east-central and southeast 
region to 41 % in the central region and 30% in the 
southwest region (Fig 1). However, this data does not 
include several million acres of rangeland, primarily 
west of the Missouri River, leased on a per-animal unit 
or per-head basis in federal or tribal grazing permits. 
In this report, we mostly focus on per-acre land 
values and cash rental rates for privately owned agricul­
tural land in South Dakota, excluding more than five 
million acres of agricultural land owned by federal, 
state, and tribal agencies. 
We estimated that farmers and ranchers leased nearly 
43% of South Dakota's privately owned agricultural land 
acreage, varying from about 37% to 39% in regions west 
of the Missouri River to nearly 53% of farmland in the 
east-central and southeast regions (Fig 1). 
2003 South Dakota 
Agricultural Land Values 
Respondents to the 2003 South Dakota Farm Real 
Estate Market Survey estimated the per-acre value of non­
irrigated cropland, hayland, rangeland, tame pasture land, 
and irrigated land in their counties and the percent 
change in value from one year earlier. Responses for 
non-irrigated land uses are grouped into eight agricultural 
regions. The six regions in eastern and central South 
Dakota correspond with USDA Agricultural Statistics 
Districts. In western South Dakota, farmland values and 
cash rental rates are reported for the northwest and south­
west regions. Due to the small number of irrigated land 
reports in several regions, responses for irrigated land 
values and rental rates are regrouped into six regions: 
western, central/south-central, north-central, northeast, 
east-central, and southeast. 
The average value per acre and percent change in 
value was obtained for each agricultural land use in each 
region. Regional and statewide all-land (non-irrigated 
land) value estimates are weighted averages based on the 
relative acreage and value of each non-irrigated land use 
in each region of South Dakota (Appendix I). 
As of February 2003, average value of all-agricultural 
land in South Dakota was $450 per acre, an estimated 
9.7% increase in value from one year earlier. This rate 
Figure 1 .  Proport ion of South Dakota farmland leased, 
statewide and regional. 
NORTHWEST 
a: 32% 
p: 38% 
SOUTHWEST 
a: 30% 
p: 37% 
NORTH CENTRAL 
a: 45% 
p: 47% 
a: 4 1 %  
----L--!::p: 43% 
SOUTH 
CENTRAL 
a: 36% 
p: 39% 
State: a, all agricultural land: 38% 
p, private agricultural land: 43% 
NORTH 
EAST 
a: 46% 
p: 47% 
EAST 
CENTRAL 
a: 5 1% 
p :  53% 
Source: Estimates from 1997 Census of Agriculture and other studies. 
1 1  
of increase is similar to the 9.9% and 8.4% increases in 
value from 2001 to 2002 and 2000 to 2001, respectively. 
These recent rates of increase are considerably above the 
6.0% average annual rate of increase from 1991 to 2003 
(Fig 2 and Table 1). The increase in value by $40 per 
acre during the past year and a $3 7 per-acre increase 
from 2001 to 2002 are the two highest annual increases 
in value over the past 12 years ! 
There were sharp regional differences in land value 
changes in the past year. Slight declines (about -1 % ) 
occurred in the southwest and south-central regions, 
while major increases (above +14%) occurred in the 
northeast, northwest, and central regions. Drought 
conditions in the southwest and south-central regions 
contributed to the decline. This was a reversal of major 
land value increases reported from 2001 to 2002 for those 
regions. However, strong increases in land values have 
been reported in each of the past 3 years in most other 
regions of South Dakota. 
Regional differences in all-agricultural land values 
are primarily related to major differences in: (1) agricul­
tural land productivity among regions, (2) per-acre values 
of cropland and rangeland in each region, and (3) the 
proportion of cropland and rangeland in each region. 
Native rangeland is the dominant land use in western 
South Dakota, while most agricultural land in eastern 
South Dakota is non-irrigated cropland. 
Figu re 2. Average value of South Dakota agricu ltu ral 
land,  February 1 ,  2003 and 2002, and percent change 
from one year ago. 
NORTHWEST 
$1 74/acre 
$1 47/acre 
1 8.3% 
SOUTHWEST 
$1 99/acre 
$201 /acre 
- 1 .0% 
NORTH CENTRAL 
$543/acre 
$494/acre 
9.9% �-� 
CENTRAL 
$51 0/acre 
$41 3/acre 
_S_O_U_T_H_L-_ 23·5% 
CENTRAL 
$309/acre 
$31 3/acre 
- 1 .2% 
State: $450/acre 
$41 0/acre 
9.7% 
NORTH 
EAST 
$649/acre 
$567/acre 
1 4.5% 
EAST 
CENTRAL 
$907/acre 
$876/acre 
3.5% 
9.3% 
Regional and statewide average values of agricultural land are the 
weighted averages of dollar value per acre and percent change by 
proportion of acres of each nonirrigated land use by region. 
Top: Average per-acre value-February 1 , 2003 
Middle: Average per-acre value-February 1 ,  2002 
Bottom: Annual percent change in per-acre land value 
Source: 2003 South Dakota Farm Real Estate Market Survey, SOSU. 
Table 1 .  Average reported value and annual percentage change in value of South Dakota agricu ltural land by type 
of land by region, 1 99 1 -2003. 
South- East- North- North- South- South- North-
T�e of Land east Central east Central Central Central west west STATE 
All Agricultural Land (nonirrigated) 
dollars per acre 
Average value, 2003 1 009 907 649 543 5 1 0  309 1 99 1 74 450 
Average value, 2002 923 876 567 494 4 1 3  3 1 3  20 1 1 47 4 1 0  
Average value, 200 I 884 784 526 445 364 284 1 65 1 4 1  373 
Average value, 1 996 636 522 4 1 9  29 1 288 2 1 7  1 24 1 1 2 273 
Average value, I 99 1 526 466 362 227 225 1 77 97 84 223 
Av annual % change 03/9 1 5 .6% 5 .7% 5 .0% 7.5% 7 . 1 %  4.8% 6.2% 6.3% 6.0% 
Annual % change 03/02 9.3% 3 .5% 1 4.5% 9.9% 23.5% - 1 .3% - 1 .0% 1 8 .4% 9.8% 
Nonirrigated Cropland 
Average value, 2003 1 1 56 1 040 793 7 1 6  63 1 443 290 28 1 744 
Average value, 2002 1 057 1 0 1 9  69 1 665 524 445 3 1  l 244 687 
Average value, 200 I 1 023 9 1 1 652 592 456 423 245 223 628 
Average value, l 996 75 1 6 1 3  5 1 4  372 3 7 1  3 1 7  2 1 4  1 9 1  456 
Average value, 1 99 1  623 554 450 294 300 272 1 85 1 53 386 
Av annual · % change 03/9 1 5 .3% 5 .4% 4.8% 7 .7% 6.4% 4. 1 %  3 .8% 5 .2% 5 .6% 
Annual % change 03/02 9 .4% 2. 1 %  14 .8% 7 .7% 20.4% -0.4% -6.8% 1 5 .2% 8.3% 
Rangeland (native) 
Average value, 2003 609 580 389 345 397 257 1 76 1 53 239 
Average value, 2002 538 543 353 297 325 260 1 72 1 27 2 1 5  
Average value, 200 I 488 478 3 1 5  270 284 232 143 1 24 1 93 
Average value, 1 996 336 3 1 1 250 1 94 2 1 4  1 77 1 00 97 1 43 
Average value, 1 99 1  268 27 1 205 1 47 1 63 1 3 7  74 69 1 09 
Av annual % change 03/9 1 7 . 1 %  6.5% 5 .5% 7.4% 7 .7% 5 .4% 7.5% 6.9% 6.8% 
Annual % change 03/02 1 3 .2% 6.8% 1 0.2% 1 6.2% 22 .2% - 1 .2% 2.3% 20.5% 1 1 .2% 
Pasture (tame, improved) 
Average value, 2003 683 7 1 0  448 389 493 294 1 9 1  1 63 452 
Average value, 2002 639 607 39 1 327 345 287 1 93 1 56 389 
Average value, 200 I 564 522 342 30 1  332 258 1 76 1 53 350 
Average value, 1 996 379 358 279 23 1 258 1 88 1 27 1 1 5 256 
Average value, 1 99 1  3 1 5  325 252 1 70 1 99 1 63 92 94 206 
Av annual % change 03/9 1 6.7% 6.7% 4.9% 7 . 1 %  7.9% 5.0% 6.3% 4.7% 6 .8% 
Annual % change 03/02 6.9% 1 7.0% 1 4.6% 1 9.0% 42.9% 2 .4% - 1 .0% 4.5% 1 6.2% 
Hayland 
Average value, 2003 932 770 488 379 486 3 1 0  228 227 43 1 
Average value, 2002 863 770 4 1 2  3 52 375 325 238 204 397 
Average value, 200 l 844 735 359 332 337 28 1 20 1 1 8 1  364 
Average value, 1 996 568 45 1 3 1 4 2 1 9  273 232 1 56 146 267 
Average value, 1 99 1  46 1 358 252 1 69 1 90 1 97 1 26 1 22 2 1 1 
Av annual % change 03/9 1 6.0% 6.6% 5.7% 7.0% 8 . 1 %  3 .9% 5 . 1 %  5.3% 6. 1 %  
Annual % change 03/02 8.0% 0.0% 1 8 .4% 7.7% 29.6% -4.6% -4.2% 1 1 .3% 8 .6% 
Source: 2003 and earlier South Dakota Farm Real Estate Market Surveys 
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All-land average values are highest in the southeast 
and east-central regions, with per-acre values ranging 
from $1009 in the southeast to $907 in the east-central 
region. This is the first year that all-land average values 
exceed $1000 per acre in any region. These two eastern 
regions contain the most productive land in South 
Dakota. 
Agricultural land values averaging $649 per acre in 
the northeast region are considerably lower than in the 
east-central and southeast regions, despite similar land 
use intensity. Cropland and hayland are the dominant 
land uses in eastern South Dakota, comprising 76% , 73% , 
and 71 % of farmland acres in the southeast, east-central, 
and northeast regions, respectively. 
Average per-acre agricultural land values in the 
north-central and central regions are much higher than 
corresponding land values in western and south-central 
South Dakota and considerably lower than average land 
values in the eastern regions. Average per-acre values 
were $543 in the north-central region and $510 in the 
central region. Geographic location and land use differ­
ences are closely related to differences in reported value. 
Crop/hayland comprises 62% of farmland acres in the 
north-central region, compared to only 52% of farmland 
acres in the central region. 
Figure 3. Average value of South Dakota cropland, 
i rrigated land, and hayland , by region, February 2003, 
dol lars per acre . 
NORTHWEST 
Crop $28 1 
Irr. $630 
Hay $227 
SOUTHWEST 
Crop $290 
I rr. $630 
Hay $228 
NORTH CENTRAL NORTH 
Crop $ 7 1 6  EAST 
Irr. $1 032 Crop $ 793 
__ H_a...., $ 379 Irr. $1 034 
CENTRAL..__ 
__ ...., Hay $ 48 
Crop $631 
Irr. $8 1 7  
...---�--:..Hay $486 Crop $1 040 
Irr. $1 085 
Hay $ 770 
SOUTH 
CENTRAL 
Crop $443 
Irr. $8 1 7  
Hay $31 0  
SOUTHEAST 
Crop $1 1 56 
... ••••••••••••• Irr. $1 629 
Crop = Nonirrigated cropland 
I rr. = Irrigated landa ,b 
Hay = Hayland 
Hay $ 932 
a 1rrigated land values shown for the northwest and southwest 
regions are based on the average va lue reported for gravity irrigat­
ed land in both western areas. 
b 1 rrigated land va lues shown for the central and south-central 
regions are based on the average value reported in both regions. 
Source: 2003 South Dakota Farm Real Estate Market Survey, SDSU. 
Agricultural land values are much lower in regions 
west of the Missouri River. The average value per acre 
ranges from $309 in the south-central region to $199 and 
$174 in the southwest and northwest regions, respectively. 
Rangeland and pasture are the dominant agricultural land 
uses in these three regions, 
Land Values by Type of Land 
and Region 
In each region, per-acre values are highest for irrigat­
ed land followed by non-irrigated cropland, hayland or 
tame pasture, and native rangeland. For each non-irrigated 
land use, per-acre land values are highest in the southeast 
and east-central regions and lowest in the northwest , 
southwest, and south-central regions (Fig 3 and 4; Tables 
1 and 1A). For the remaining regions, per-acre values of 
forage land uses (hay, range, and pasture) in the northeast 
and central regions are similar to each other and some­
what higher than corresponding land use values in the 
north-central region. However, cropland values are higher 
in the northeast region relative to cropland values in the 
north-central and central regions. These regional differ­
ences in land values by land use have remained consistent 
over time and are closely related to climate patterns, 
crop/forage yields, and soil productivity differences 
across the state. 
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Figure 4 .  Average value of South Dakota rangeland 
and tame pasture ,  by region, February 2003, dol lars 
per acre . 
NORTHWEST 
Range $ 1 53 
Pasture $ 1 63 
SOUTHWEST 
Range $1 76 
Pasture $ 1 9 1  
NORTH CENTRAL NORTH 
EAST 
Range $345 
Pasture $389 
SOUTH 
CENTRAL 
CENTRAL 
Range $257 
Pasture $294 
$397 
$493 
Range $389 
Pasture $448 
EAST 
CENTRAL 
Range $580 
Pasture $7 1 0  
Source: 2003 South Dakota Farm Real Estate Market Survey, SDSU. 
Table 1 A. Average reported value and annual percentage change in value of South Dakota i rrigated land by region , 
1 99 1-2003. 
Central/ 
South- East North- North South-
Ty12e of Land east Central east Central Central Western STATE 
dollars per acre 
Irrigated land 
Average value, 2003 1 629 1 085 1 034 1 032 8 1 7  630 1 0 1 4  
High Productivity 1 78 1  1 240 1 1 67 1 3 1 8  897 850 
Low Productivity 1 264 880 809 782 7 1 7  435 
Average value, 2002 1 6 1 3  1 228 935 690 639 568 9 1 6  
Average value, 200 1 1 425 1 069 863 687 630 576 856 
Average value, 1 996 1 083 7 1 4  662 504 460 453 642 
Average value, 1 99 1  942 665 563 433 460 4 1 9  580 
Av annual % change 03/9 1 4.7% 4.2% 5 .2% 7.5% 4.9% 3 .5% 4.8% 
Annual % change 03/02 1 .0% - 1 1 .6% 1 0.6% 49.6% 27.9% 1 0.9% 1 0.7% 
Source: 2003 and earlier South Dakota Farm Real Estate Market Surveys 
Cropland Values 
The weighted average value of South Dakota's non­
irrigated cropland (as of February 2003) is $744, an 8.3% 
increase from 2002. This annual increase is only slightly 
lower than the 9.4% and 10.2% annual rates of increase 
in the 2 prior years, 2001-2002 and 2000-2001. The 
substantial variation in cropland value changes across 
regions is similar to the pattern for all-land value changes 
(Table 1). Cropland values increased about 15% in the 
northeast and northwest regions and 20% in the central 
region but declined about 6% in the southwest region. 
The southeast and east-central regions have the 
highest average cropland values of $1156 and $1040 per 
acre, respectively. This is the second consecutive year 
that regional average cropland values exceed $1000 per 
acre in both the southeast and east-central regions (Fig 2 
and Table 1). These two eastern regions contain 30% of 
South Dakota's cropland. Corn and soybeans are the 
major crops in most counties of both regions. 
Corn, soybeans, wheat, and other small grains are the 
predominant cropland uses in most counties of the north­
east and north-central regions of South Dakota. These two 
regions contain 34% of South Dakota's cropland acres. 
Average cropland values in the northeast region ($793 per 
acre) are higher than in the north-central ($716 per acre) 
region. Statewide average cropland values are between 
the average cropland values reported in these two regions. 
As of February 2003, cropland values averaged 
$631 per acre in the central region and $443 per acre in 
the south-central region. These two regions contain 20% 
of the state's cropland acres. Wheat, corn, and grain 
sorghum are important crops in the south-central regions 
while wheat, corn, soybeans, and sunflowers are major 
cropland uses in the central region. 
1 4  
Lowest cropland values, $281 and $290 per acre, are 
found in the northwest and southwest regions, respectively. 
Wheat is the dominant cropland use in both regions. 
Hayland Values 
South Dakota hayland values averaged $431 per acre 
as of February 2003, an 8.6% increase from a year earlier 
(Fig 3 and Table 1). Extremely strong annual increases in 
hayland values (above 18%) were reported in the north­
east and central regions, while slight declines in hayland 
values were reported in the south-central and southwest 
regions. 
Average hayland values are highest ($932 and $770 
per acre) in the southeast and east-central regions, respec­
tively. Considerably lower but similar average values 
($488 and $486 per acre) of hay land occurred in the 
northeast and central regions, followed by hayland in the 
north-central and south-central regions. The lowest and 
nearly identical hayland values ($228 vs. $227 per acre) 
occurred in the southwest and northwest regions. Alfalfa 
hay is the most common hay in the eastern regions, while 
native hay is more common in the central and western 
regions. 
Pasture and Rangeland Values 
In February 2003, the value of South Dakota native 
rangeland averaged $239 per acre, while the average value 
of tame pasture was $452 per acre (Table 1 and Fig 4). 
Native rangeland is much more concentrated in the western 
and central regions of South Dakota, while tame pasture 
is concentrated in the central and eastern regions. 
The statewide average change in rangeland and tame 
pasture values increased 11.2% and 16.2%, respectively, 
during the past year (Feb. 2002 to Feb. 2003). This is the 
second consecutive year double-digit (>10%) increases 
in both pasture and rangeland values occurred in South 
Dakota. Based on survey reports, double-digit increases 
occurred for both rangeland and tame (improved) pasture­
land in the central, north-central, and northeast regions. 
Double-digit increases in rangeland values also occurred 
in the southeast and northwest regions, while minimal 
changes in rangeland values were reported in the south­
central and southwest regions. 
Average rangeland values are highest in the southeast 
and east-central regions ($609 and $580 per acre) and 
lowest in the southwest and northwest regions, with 
average values of $176 and $153 per acre, respectively. 
In other regions, average rangeland values vary from $257 
per acre in the south-central region to $397 per acre in 
the central region (Table 1 and Fig 4). Across regions, 
average values of tame pasture vary from 7% to 24% 
higher than the average value of rangeland. 
In the cropland-intensive regions of eastern South 
Dakota and in the north-central region, the average per­
acre value of non-irrigated cropland varies from 1.8 to 2.1 
times the average value of native rangeland. In the more 
rangeland-intensive central and western regions, average 
per-acre value of cropland varies from 1.6 to 1.8 times 
the rangeland value. In most regions, tame (improved) 
pasture values are between rangeland values and hayland 
values. Pasture and hayland values are considerably 
lower than cropland values. 
Regional variations in rangeland values and cropland 
values are lower than reported for all-agricultural land 
values. In 2003, average per-acre values of rangeland and 
cropland in the northwest region are about 25% of those 
in the southeast region. However, due to the changing 
proportion of crop/hayland and pasture/ rangeland across 
the state, the average value of all-agricultural land in the 
northwest is only 17% of all-agricultural land values in 
the southeast (Table 1). 
Irrigated Land Values 
Irrigated land value reports are consolidated into 
six regions (Table lA and Fig 3). Very few irrigated land 
reports from the central and south-central regions make it 
necessary to combine the reports from these two regions. 
The northwest and southwest regions are combined into 
a western region because almost all irrigated land reports 
are for gravity-irrigated cropland in counties adjacent to 
the Black Hills. In all other regions, the value of irrigated 
land was reported for center pivot irrigation systems, 
excluding the value of the center pivot. 
We continue to caution readers that irrigated land 
value data are less reliable than data on land values 
reported for other agricultural land uses. Irrigated land 
is uncommon (less than 1 % of total acres) in most 
regions, and there are few sales of irrigated land tracts. 
Only 34% of all respondents were familiar with and able 
to provide information on irrigated land values. 
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Based on only 81 responses, irrigated land value 
increases were reported in all except the east-central 
region. Statewide average irrigated land values are $1014 
per acre, a 10.7% increase from a year earlier. Regional 
average irrigated land values are considerably above the 
statewide average in the southeast ($1629 per acre) region 
and are close to the state average in the east-central, 
northeast, and north-central regions. In the western and 
central regions of South Dakota, irrigated land values are 
much lower (Table lA and Fig 4). 
Variation in Land Values by 
Land Productivity and County Clusters 
Within each region and for each non-irrigated 
agricultural land use, there is considerable variation in 
land values. In this section, we report the February 2003 
per-acre values of average quality, high-productivity, and 
low-productivity land by agricultural land use by region 
and by county clusters within several regions (Table 2). 
A county cluster is a group of counties within the 
same region that have similar agricultural land use and 
value characteristics. Three county clusters are identified 
in each of the southeast, east-central, northeast, north­
central, and central regions. Land values are not reported 
for county clusters in regions west of the Missouri River 
because there are too few reports from most county 
groupings. This survey is not designed to reflect the 
substantially higher land values near the Black Hills. 
Variation in per-acre land value occurs by degree 
of land productivity for each land use in each region. 
For example, 2003 cropland values in the southeast 
region range from an average of $894 per acre for low­
producti vity cropland to $1484 per acre for high­
productivity cropland. In the northwest region, at the 
other extreme, the average value of low (high) productivity 
cropland is $216 ($343) per acre. Across regions, 
average values of low-productivity cropland were 52% 
to 68% of .the-average of high-productivity cropland. 
Rangeland values in the southeast region vary from 
an average of $483 per acre for low-productivity range­
land to $717 per acre for high productivity rangeland. 
In the northwest region, at the other extreme, the average 
value of low (high) productivity rangeland is $112 ($203) 
per acre. The average value of low-productivity range­
land varies from 55% to 70% of the average value of 
high-productivity rangeland (Table 2). 
Average values of non-irrigated cropland exceed 
$1350 per acre in two county clusters in eastern South 
Dakota: Minnehaha-Moody ($1386 per acre) and Clay­
Lincoln-Turner-Union ($1544 per acre). This is the 
seventh consecutive year that the average value of non­
irrigated cropland exceeds $1000 in any county cluster. 
Average land values are considerably lower in the 
other county clusters of the southeast and east-central 
region. For example, the per-acre value of average quality 
non-irrigated cropland is $995 in the Bon Homme-
Table 2. Average reported value per acre of agricultural land by South Dakota region , county clusters, type of land , and 
land productivity, February 1 , 2003 and 2002. 
Southeast East Central 
Sanborn 
Clay Davison 
Lincoln Bon Homme Brookings Hanson 
Agricultural Land Turner Hutchinson Charles Mix Minnehaha Lake Kingsbury 
Ti'.Qe and Productivi!,i: All Union Yankton Douglas Al l  Moodi'. McCook Miner 
dollars per acre 
Nonirrigated Cropland 
Average 2003 1 1 56 1 544 995 732 1 040 1 386 1 042 896 
High Productivity 1 484 1 97 1  1 3 1 8  885 1 326 1 786 1 389 1 1 04 
Low Productivity 894 1 1 88  739 628 802 979 847 706 
Average 2002 1 057 1 3 63 9 1 8  645 1 0 1 9  1 452 1 073 74 1 
Rangeland (native) 
Average 2003 609 744 576 469 580 567 600 573 
High Productivity 7 1 7  878 682 545 664 683 693 645 
Low Productivity 483 603 445 373 469 433 493 465 
Average 2002 538 6 1 8  5 1 3  460 543 675 550 494 
Pastureland (tame, improved) 
Average 2003 683 82 1 637 502 7 1 0  •• 658 720 
High Productivity 793 97 1 729 564 776 •• 733 808 
Low Productivity 559 693 505 396 576 •• 533 588 
Average 2002 639 7 1 7  582 529 607 768 629 538 
Hayland 
Average 2003 932 1 2 1 0  803 593 770 1 075 729 668 
High Productivity 1 1 47 1 5 1 4 994 657 899 1 358 807 759 
Low Productivity 733 978 600 479 6 1 3  758 57 1 574 
Average 2002 863 1 056 76 1 57 1 770 1 275 7 1 9  575 
Source: 2003 South Dakota Farm Real Estate Market Survey, SDSU 
Irrigation land values are not reported in this table, due to insufficient number of reports in most county clusters 
•• Insufficient number of reports to make estimates by county cluster. 
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Table 2. (continued) 
Agricultural Land 
T:i::Qe and Productivi!Y 
Nonirrigated Cropland 
Average 2003 
High Productivity 
Low Productivity 
Average 2002 
Rangeland (native) 
Average 2003 
High Productivity 
Low Productivity 
Average 2002 
Pastureland (tame,improved) 
Average 2003 
High Productivity 
Low Productivity 
Average 2002 
Hayland 
Average 2003 
High Productivity 
Low Productivity 
Average 2002 
Table 2. (continued) 
Agricultural Land 
T:i::Qe and Productivit:i:: 
Nonirrigated Cropland 
Average 2003 
High Productivity 
Low Productivity 
Average 2002 
Rangeland (native) 
Average 2003 
High Productivity 
Low Productivity 
Average 2002 
Pastureland (tame,improved) 
Average 2003 
High Productivity 
Low Productivity 
Average 2002 
Hayland 
Average 2003 
High Productivity 
Low Productivity 
Average 2002 
All 
793 
1 1 06 
572 
69 1 
389 
457 
305 
353 
448 
528 
365 
39 1 
488 
584 
377 
4 1 2  
All 
63 1 
758 
522 
524 
397 
474 
340 
325 
493 
574 
4 1 5  
345 
486 
556 
399 
375 
Northeast 
Codington 
Deuel Grant 
Hamlin Roberts 
879 777 
1 1 80 1 084 
644 555 
755 709 
429 383 
488 458 
346 298 
395 338 
48 1 43 1 
548 522 
399 34 1 
428 396 
6 1 1 455 
702 545 
480 355 
460 382 
Central 
Buffalo 
Aurora Brule 
Beadle Hand 
Jerauld H:i::de 
729 569 
858 703 
609 463 
566 489 
5 1 1 353 
579 479 
450 293 
4 1 8  289 
583 405 
662 5 1 4  
5 1 1 305 
4 1 9  329 
569 446 
654 5 1 0  
475 382 
420 368 
North Central 
Clark Edmund Campbell 
Day Brown Faulk Potter 
Marshall All  SQ ink McPherson Walworth 
dol lars per acre 
699 7 1 6  909 486 54 1 
1 034 984 1 36 1  569 595 
498 498 577 383 456 
59 1 665 9 1 8  4 1 6  443 
347 345 383 32 1  263 
42 1 4 1 7  462 384 325 
265 275 306 250 2 1 4  
32 1 297 348 270 223 
4 1 6  389 442 350 294 
504 478 543 392 406 
339 300 340 258 244 
354 327 386 293 22 1 
364 379 422 345 3 1 3  
468 442 503 393 350 
267 284 3 1 3  260 244 
340 352 408 324 264 
South South North 
Central West West 
Hughes 
Sul l:i:: All All All 
dollars per acre 
535 443 290 28 1 
645 545 357 343 
436 344 225 2 1 6  
506 445 3 1 1 243 
270 257 1 76 1 53 
3 1 1 3 1 3  2 1 9  203 
223 2 1 1 1 38 1 1 2 
245 260 1 72 1 27 
** 294 1 9 1  1 63 
** 330 239 329 
** 259 1 55 259 
275 287 1 93 1 56 
305 3 1 0  228 227 
340 350 274 28 1 
200 250 1 72 1 79 
283 325 238 204 
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Hutchinson-Yankton county cluster, and only $732 per 
acre in the Charles Mix-Douglas county cluster. Similar 
patterns occur for other land uses (Table 2). Some weak­
nesses in land value changes were reported in the 
Minnehaha-Moody and Brookings-Lake-McCook county 
clusters after previous years of very rapid increases in 
land values. 
In the northeast region, the average values of all 
agricultural land uses are highest in the Codington-Deuel­
Hamlin county cluster and lowest in the Clark-Day­
Marshall county cluster. Average land values vary from 
$879 per cropland acre to $429 per rangeland acre in the 
Codington-Deuel-Hamlin cluster, while average land 
values are $699 per cropland acre and $34 7 per rangeland 
acre in the Clark-Day-Marshall county cluster. Strong 
increases in land values were reported in all county 
clusters of the northeast region. 
In the north-central region, average land values in 
Brown and Spink counties are much higher than those 
found in other counties, especially for cropland. Most 
land in Brown and Spink counties is in the James River 
valley and is more productive than other land in this 
region. As an example, non-irrigated cropland values 
averaged $909 per acre in the Brown-Spink county cluster 
compared to only $541  per acre in the Campbell-Potter­
Walworth county cluster-a $368 per-acre difference. 
However, average values of rangeland, tame pasture, and 
hayland in the Brown-Spink county cluster are only $62 
to $148 higher than per-acre values in the other county 
clusters of the north-central region. Strong increases in 
per-acre values of pasture, hayland and rangeland were 
reported in all county clusters of this region. Cropland 
value changes in Brown-Spink were less than 1%, 
while strong increases were reported in the other 
county clusters. 
In the central region, land values increased more 
than 15% for each land use in the Aurora-Beadle-Jerauld 
and Brule-Hand-Hyde county clusters. Less dramatic 
changes in land values (<10%) were reported in the 
Hughes-Sully county clusters. In this region, per-acre 
land values range from an average of $270 per acre for 
rangeland in the Hughes-Sully county cluster to $729 
per acre for cropland in the Aurora-Beadle-Jerauld 
county cluster. 
For regions west of the Missouri River, average land 
values for each land use are highest in the south-central 
region and lowest in the northwest region. During the 
past year, land values remained steady or declined slightly 
for most agricultural land uses in the south-central and 
southwest regions. In contrast, land values increased 
substantially (>10%) for crop, hay, and rangeland uses 
in the northwest region. 
Longer Term Perspective on 
Farmland Value Changes, 1991-2003 
Based on 13 years of examining land values and 
land value changes by land use across regions and county 
clusters, the following observations are offered. 
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First, regional and county cluster per-acre land value 
rankings are very stable for most land uses, reflecting 
fundamental differences in soil productivity and long­
term weather patterns and relatively slow shifts in the 
economic structure of most South Dakota counties. The 
greatest changes in land values generally occur near 
growing urban centers, in localities where commercial 
(fee) hunting has greatly increased, and in areas shifting 
from wheat and small grains to corn and soybeans. 
Second, land values across counties and regions tend 
to move together over time but not at exactly the same 
time or at the same pace. A typical pattern for many 
regions and county clusters in the past 12 years has been 
3 to 4 years of rapid increases in land values followed by 
one or two years of consolidation (or even declines) 
before the next surge in land values. However, the timing 
of the growth and consolidation phases are not identical 
across all regions and counties. Thus, a longer-term 
perspective on land value changes is warranted. 
Longer-term trends (1991-2003) in agricultural land 
values show increases above the rate of price inflation in 
all regions. The statewide average annual rate of increase 
for all-agricultural land was 6 .0% during this 12-year 
period. Four regions-the southeast, east-central, south­
west, and northwest-showed annual average rates of 
increase varying from 5 .6% to 6.2%, similar to the 
statewide average. The most rapid annual increases in 
land values for all land uses occurred in the north-central 
and central regions. Major expansion of soybeans and 
reduced small-grain acreage in many counties of these 
two regions have contributed to more rapid increases in 
land values, especially in the James River valley. 
Trends in land value changes from 1991 to 2003 by 
land use followed similar patterns as per-acre changes in 
all-agricultural land values. Statewide, rangeland, and 
tame pasture values increased at an average annual rate 
of 6 .8% compared to 5 .6% for cropland. Except in the 
north-central region , annual percentage changes in crop­
land values were lower than annual percentage changes 
in rangeland values. 
During the period from 1991  to 2003, statewide 
hayland and tame pasture values increased at an average 
annual rate of 5 .9% . During this 1 2-year period, the 
strongest rates of increases for hayland were in the east­
central, north-central, and central regions while the high­
est rates of increases in tame pasture were in the south­
west, southeast, and north-central regions. For both land 
uses, the lowest rates of increases were in the northeast 
and northwest regions . 
Considerable insight about the impact of federal 
agricultural policy on land values can be gained by 
examining annual rates of land value increases from Feb. 
1 991 to Feb. 1 996 compared to increases from Feb. 1 996 
to Feb. 2003 .  The latter period should reflect the impacts 
of the 1 996 farm bill and subsequent increases in federal 
agricultural spending for crop subsidies. It should also 
show the impacts of generally lower interest rates and 
more favorable credit terms than found in the earlier time 
period. 
Cropland values increased considerably more 
statewide (7 .2% vs. 3 .4% annual rates of increase) from 
1 996 to 2003 compared to the earlier 1991 to 1 996 period, 
Figure 5 .  Annual percentage change in cropland values, 
1 99 1 -1 996 and 1 996-2003.  
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even though crop prices were generally higher in the 
earlier period. The same pattern of substantially higher 
percentage increases in cropland values was repeated in 
all regions (Fig 5) .  A similar pattern of higher rates of 
land value increases from 1996 to 2003,  compared to the 
earlier period,  were also shown in most regions for range­
land, tame pasture, and hayland. 
Major Reasons for Purchase 
and Sale of Farmland 
During each of the 1 3  years of the SDSU Farm Real 
Estate Market survey, respondents have been asked to 
provide major reasons for buying and selling farmland 
in their localities. Almost 95% of respondents provided 
one or two reasons in each category. During all years this 
survey has been conducted, the top three or four most 
commonly cited reasons for purchase or sale of farmland 
have not changed. However, the relative importance of 
various factors has changed. 
Farm expansion continues as the most common 
reason (32% of responses) given for purchasing farmland. 
Investment potential of farmland and hunting/recreation 
demand were the next most common reasons (Fig. 6) .  
Responses indicating investment purposes or hunting/ 
recreation purposes as the major reason(s) for purchasing 
farmland have increased from 2 3 %  of 1 994 responses 
to 40% of 2003 responses. 
Figure 6. Reasons for buying farmland. 
location/availability 
5% 
Government/tax 
3% 
Growing sentiment that real estate, including farm­
land, provides better (or more stable) returns than many 
alternative investments has emerged as another key rea­
son for purchasing farmland (8% of responses). Other 
major reasons for farmland purchases were related to 
farm expansion decisions such as location of tract, avail­
ability of land in the local area, and sale of leased land 
to a former tenant. Government farm programs and tax­
related reasons were also motivating factors for land 
purchases. 
Retirement from farming and estate settlements are 
two major reasons for selling farmland, accounting for 
half of responses in the 2003 survey. Favorable market 
conditions (high selling prices) for selling farmland (23% 
of responses) and financial/cash flow pressures (17% of 
responses) were two other common reasons for farmland 
sales (Fig 7). Compared to the previous 2 to 3 years, 
financial/ cash flow pressures are cited more often as 
a major rea,son f9r farmland sales. 
Cash Rental Rates of Agricultural Land 
The cash rental market provides important informa­
tion on returns to agricultural land. Three fourths of 
South Dakota farmland renters are involved in one or 
more cash leases for agricultural land. A majority (57%) 
of farmland leases are cash leases and a majority of  cash 
leases are annual renewable agreements (South Dakota 
1997 Census of Agriculture; AELOS, 1999; Xu, 2002). 
Figu re 7. Reasons for sel l ing farmland . 
market 
23% 
estate 
Respondents were asked about average cash rental 
rates per acre for non-irrigated cropland, irrigated land, 
and hayland in their localities. Cash rental rates for 
pasture/ rangeland were provided on a per-acre basis and, 
if possible, on a per AUM (Animal Unit Month) basis.4 
Respondents were also asked to report cash rental rates 
for high-productivity and low-productivity land by differ­
ent land uses in their locality. Cash rental rates by land 
use by region are summarized in Tables 3 and Figure 8. 
The same information is summarized by region and 
county cluster in Table 4. 
Cash rental rates differ greatly by region and land use. 
For non-irrigated land uses, cash rental rates are highest 
in the southeast and east-central regions and lowest in 
northwest and southwest South Dakota. In every region, 
cash rental rates are highest for cropland and lowest for 
rangeland and pasture (Table 3 and Figure 8). 
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Statewide cash rental rates increased an average of 
$2.60 per cropland and hayland acre and $0.80 per acre 
for rangeland. Average percentage increase in cash rental 
rates was between 5 and 6% for cropland and rangeland 
4 Animal Unit Month (AUM) is defined as the amount of forage required to 
maintain a mature cow with calf for 30 days. An AUM is somewhat of a "gener­
ic" value and should be about equal across regions. Therefore, private cash lease 
rates quoted on a per-AUM basis should be roughly equivalent in different geo­
graphic areas of the state unless there are major differences in forage availability, 
forage quality, and demand for leased land. 
Figure 8 .  Average cash rental rate of South Dakota 
noni rrigated cropland ,  hayland, and rangeland, by 
region , 2003, dol lars per acre . 
NORTHWEST 
Crop $21 .00 
Hay $1 9.80 
Range $ 7.70 
SOUTHWEST 
Crop $22.00 
Hay $1 7.80 
Range $ 8.60 
NORTH CENTRAL NORTH 
Crop $44.90 EAST 
Hay $26.20 Crop $59.50 
Range $20.30 Hay $34.60 
......._ __ Range $25.30 
EAST 
CENTRAL 
Crop $74.70 
Hay $49.40 
Range $32.40 
SOUTH 
CENTRAL 
Crop $29.20 
Hay $1 9.80 SOUTHEAST 
Range $16 .40 Crop $78.90 
.................. Hay $67.20 
Range $35.20 
Crop = Cropland 
Hay = Hayland 
Range = Rangeland and Pasture 
Source: 2003 South Dakota Farm Real Estate Market SuNey, SDSU. 
Table 3. Reported cash rental rates of South Dakota agricultural land by type of region , 1 991 -2003. 
South- East North- North- South- South- North-
T�e of Land east Central east Central Central Central west west State 
dollars per acre 
Nonirrigated Cropland 
Average 2003 rate 78.80 74.70 59.50 44.90 40.60 29.20 22.00 2 1 .00 53 .70 
High Productivity 1 07 .00 1 00.40 82.80 6 1 .60 55 .00 40.20 27.50 28.30 
Low Productivity 56.30 52.70 4 1 .40 3 1 .00 29.80 22 .00 1 6.50 1 4.80 
Average 2002 rate 76.50 69.80 57.50 42.20 35 .95 29 .40 22 .60 20.40 5 1 . 1 0  
Average 200 1 rate 72.95 64.60 52.20 37.80 35 .30 27.20 20. 1 0  1 7.50 47.35 
Average 1 996 rate 54.70 45 .30 4 1 .50 28.70 26.30 2 1 .60 1 7 .00 1 6.00 35 .75 
Average 1 99 1  rate 49.30 43 .20 38.50 24.50 23 .20 22.20 1 5 .90 1 3 .50 32 .60 
Hayland 
Average 2003 rate 67.20 49.40 34.60 26.20 27.50 1 9.80 1 7.80 1 9 .80 3 1 .30 
High Productivity 87.30 65.40 45.20 34.80 35 .60 25.20 23.00 28.80 
Low Productivity 47.70 36.00 25.30 1 9.40 1 9.90 1 5 .70 1 2.80 1 3 . 1 0  
Average 2002 rate 63.70 49.20 3 1 .00 23 .40 2 1 . 1 0  20.40 1 5 .50 1 7 .50 28 .70 
Average 200 I rate 6 1 .20 47.60 28.90 2 1 .00 23 .30 1 8. 1 0  1 5 .90 1 4.70 27.25 
Average 1 996 rate 4 1 .50 32.30 26.00 1 7.00 1 8 .60 1 5 .20 1 2 .60 1 1 .20 20.75 
Average 1 99 1  rate 38 .50 30.90 22.30 1 4.20 1 5 .70 1 4.80 1 2. 1 0  1 0.40 1 8.80 
J>asture/Rangeland 
Average 2003 rate 35 .20 32.40 25.30 20.30 23 .00 1 6.40 8 .60 7.70 1 5 .30 
High Productivity 45.90 40.70 33.20 26.90 29.90 20.60 1 1 .00 1 0.40 
Low Productivity 24.40 24.40 1 9.60 1 4.80 1 6.40 1 9.90 5.70 5 .20 
Average 2002 rate 33 .70 32.00 23.70 1 8.70 1 9.70 1 5 .60 8 .90 7.20 1 4.50 
Average 200 I rate 30.90 30.40 2 1 .00 1 7.50 20.80 1 2.90 8.60 6.60 1 3 .50 
Average 1 996 rate 2 1 .20 22. 1 0  1 8.80 1 4.70 1 6.30 1 2.00 5.60 6. 1 0  1 1 .05 
Average 1 99 1  rate 1 9.20 1 8.60 1 6.30 1 2 .50 1 3 .80 9.90 5.30 4.40 9. 1 0  
dollars per Animal Unit Month 
Average 2003 rate 20.30 •• •• 20.40 20.40 2 1 .50 1 9.90 1 9.30 
High Productivity 24.30 •• •• 25.30 25 .30 26. 1 0  24.80 23 .70 
Low Productivity 1 4.90 •• •• 1 5 .30 1 5 .30 1 6.50 1 5.30 1 6.00 
Average 2002 rate 20.70 1 8 .00 1 7 .70 1 6.30 1 6.30 2 1 .20 1 9. 1 0  1 7 .60 
Average 200 1 rate 20.00 2 1 .00 1 8.60 1 6.80 1 7.40 1 9.80 1 7.80 1 5 .75 
Average 1 996 rate 1 7 .50 1 6.70 1 5 .60 1 4.70 1 6.30 1 6.60 1 6.40 1 6.20 
Average 1 99 1  rate 1 3 .70 1 5 .90 1 5 .50 1 2.80 1 4.80 1 5 .20 14.30 1 3 .00 
•• Insufficient number ofreports for making regional estimates. 
Source: South Dakota Farm Real Estate Market Surveys, SDSU. 2003 and earlier year reports. 
and 9% for hayland. Cash rental rates increased above 2003 Cash Rental Rates: 
the statewide average for all land uses in the central and Cropland, Hayland, and Irrigated Land 
north-central regions. Slight declines in cash rental rates 
for cropland occurred in the south-central and southwest Average cash rental rates in 2003 for non-irrigated 
regions. cropland vary from $21 to $22 per acre in the western 
regions to $59.50 in the northeast region and $78.80 in 
In general, cash rental rate increases were strongest southeastern South Dakota (Fig 8 and Table 3). Average 
in the same regions where substantial land value increases cash rental rates are highest ($95 .70 and $95 per acre, 
were also reported and weakest in the regions with slight respectively) in the Clay-Lincoln-Turner-Union (CLTU) 
declines in land values. cluster and Minnehaha-Moody county cluster (Table 4). 
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Table 3A. Reported cash rental rates of South Dakota irrigated land by region , 1 991 -2003. 
Ti:ee of Land 
Irrigated land 
Average 2003 rate 
High Productivity 
Low Productivity 
Average 2002 rate 
Average 200 1 rate 
Average 1 996 rate 
Average 1 99 1  rate 
South-
east 
1 1 9.20 
1 38 .70 
94.60 
1 24.00 
1 06.00 
85 .40 
82.70 
* * *  Insufficient number of reports 
East-
Central 
98 .00 
1 1 7 .00 
83 .00 
98.60 
84 .40 
6 1 .90 
69.00 
Central/ 
North- North- South-
east Central Central 
dollars per acre 
72.60 75 .50 **  
9 1 .50 90.00 **  
58 .80 63 .50 **  
77.40 7 1 .40 52.50 
77.00 65 .00 67 . 1 0  
68.70 46.40 43 .90 
59.00 * * *  * * *  
.Source: South Dakota Farm Real Estate Market Surveys, SDSU, 2003 and earlier year reports. 
Western 
58 .20 
73 .60 
42 .30 
50 .20 
48 .00 
33 . 80 
37 .50 
Table 4 .  Reported cash rental rates of South Dakota agricu ltural land by region and county clusters ,  2003 and 2002 rates . 
Southeast East Central 
Sanborn 
Clay Davison 
Lincoln Bon Homme Brookings Hanson 
Turner Hutchinson Charles Mix Minnehaha Lake Kingsbury 
Al l  Union Yankton Douglas All Moodl'. McCook Miner 
dollars per acre 
Nonirrigated Cropland 
Average 2003 rate 78.80 95 .70 72. 1 0  58.60 74.70 95 .00 78 . 1 0  63.90 
H igh Productivity 1 07 .00 1 29.20 98.60 79.80 1 00.40 1 32 .90 1 06.30 82.90 
Low Productivity 56.30 70.50 50.60 39.40 52.70 62. 1 0  58 .90 45.00 
Average 2002 rate 76.50 9 1 .90 69.90 50.20 69.80 88.00 73 .90 55 .20 
Hayland 
Average 2003 rate 67.20 8 1 . 60 62.80 39.60 49.40 63.30 5 1 .40 42.50 
H igh Productivity 87.30 1 08 .20 79.30 5 1 . 70 65 .40 92.50 65 .70 53 .70 
Low Productivity 47.70 60.90 42.70 25.00 36.00 40.00 39.30 32.70 
Average 2002 rate 63 .70 78.20 58 .00 38. 1 0  49.20 73.90 45 .00 39.30 
Pasture/Rangeland 
Average 2002 rate 35 .20 42.20 32.00 29. 1 0  32 .40 38.00 33 .30 30.20 
High Productivity 45 .90 55.90 4 1 .90 36. 1 0  40.70 47.50 4 1 .70 38.20 
Low Productivity 24.40 29.40 22.20 1 9.80 24.40 25 .00 25 .80 23.50 
Average 2002 rate 33 .70 40.90 3 1 . 1 0  25 .80 32.00 33 .75 34.00 29.90 
Irrigated cropland rental rates per acre and rangeland rental rates per AUM are not reported in this table, 
due to insufficient number of reports in most county clusters. 
Source: South Dakota Farm Real Estate Market Surveys, SDSU, 2002 and 2003. 
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Table 4. (continued) 
Nonirrigated Cropland 
Average 2003 rate 
High Productivity 
Low Productivity 
Average 2002 rate 
Hayland 
Average 2003 rate 
High Productivity 
Low Productivity 
Average 2002 rate 
Pasture/Rangeland 
Average 2003 rate 
High Productivity 
Low Productivity 
Average 2002 rate 
Table 4. (continued) 
Nonirrigated Cropland 
Average 2003 rate -
High Productivity 
Low Productivity 
Average 2002 rate 
Hayland 
Average 2003 rate 
High Productivity 
Low Productivity 
Average 2002 rate 
Pasture/Rangeland 
Average 2003 rate 
High Productivity 
Low Productivity 
Average 2002 rate 
Northeast 
Codington Clark 
Deuel Grant Day 
All Hamlin Roberts Marshall All 
dol lars per acre 
59.50 62.30 60.00 5 1 .90 44.90 
82. 80 89.40 85 .40 72.30 6 1 . 60 
4 1 .40 45 .60 40.20 37.30 3 1 .00 
57 .50 60.40 58.60 52.60 42.20 
34.60 4 1 .60 34.40 25 . 1 0  26.20 
45.20 5 1 .80 48.90 32.50 34.80 
25.30 30.90 23.30 1 9 .20 1 9.40 
3 1 .00 35 .20 32. 1 0  2 1 .00 23.40 
25.30 27.90 24. 1 0  23.20 20.30 
33 .20 38.00 3 1 . 1 0  29. 1 0  26.90 
1 9. 60 23 . 1 0  1 7.00 1 7 .70 1 4. 80 
23.70 26.60 20.60 23 .30 1 8. 70 
South 
Central Central 
Buffalo 
Aurora Brule 
Beadle Hand Hughes 
All Jerauld Hyde Sully All 
dol lars per acre 
40.60 46.50 36.30 37.00 29.20 
55 .00 65 .00 50.30 46.40 40.20 
29.80 34.80 24.50 29.70 22.00 
35 .95 40.90 33 .50 32.00 29.40 
27.50 30.60 28.50 20. 1 0  1 9.80 
35 .60 39.40 36.40 26.90 25.20 
1 9.90 23 . 1 0  1 8. 60 1 5 . 1 0  1 5 .70 
2 1 . 1 0  22.50 22.80 * 20.40 
23.00 27.60 23 .00 1 5 .90 1 6.40 
29.90 36.30 29.20 20.80 20.20 
1 6.40 20.00 1 5 . 80 1 1 .40 1 2 .90 
1 9.70 23 .90 20.30 1 3 .20 1 5 . 60 
* Insufficient number of reports for estimating hay/and rental rates. 
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North Central 
Edmund Campbell 
Brown Faulk Potter 
SQink McPherson Walworth 
52.20 49.80 37 .40 
72.70 36.00 47.80 
36.90 22.00 26.70 
53.90 32 .40 3 1 . 70 
30. 1 0  22.80 2 1 .80 
40.80 30. 1 0  26.00 
22.80 1 6. 1 0 1 5 .80 
26.70 20.70 20.90 
22.50 1 9.90 1 5 .70 
30.50 26.30 1 8 .80 
1 6.50 1 4. 1 0  1 1 .30 
2 1 .50  1 8 . 1 0 1 5 .20 
South North 
West West 
All All 
22.00 2 1 .00 
27.50 28.30 
1 6.50 1 4. 80 
22.60 20.40 
1 7.80 1 9. 80 
23.00 28 .80 
1 2.80 1 3 . 1 0 
1 5 .50 1 7.50 
8 .60 7.70 
1 1 . 1 0  1 0.40 
5 .70 5 .20 
8.90 7.20 
Within each region and county cluster, cash rental 
rate averages for low-productivity cropland are consider­
ably lower than those reported for high-productivity 
cropland. For example, reported average cash rent for 
non-irrigated cropland in the southeast region is $56.30 
per acre for low-productivity cropland and $107 for high­
productivity cropland. In the northwest region, average 
cash rent for low-productivity cropland is $14.80 while 
cash rents for high-productivity cropland average $28.30 
per acre (Table 4). 
This is the first year that average cash rental rates 
exceed $100 per acre for high-productivity non-irrigated 
cropland in both the southeast and east-central regions. 
However, average per-acre cash rental rates for high 
productivity cropland have been above $100 for several 
years in the CLTU and Minnehaha-Moody county clusters 
and exceed $100 per acre for the first time in the 
Brookings-Lake-McCook county cluster. 
Hayland cash rental rates in 2003 vary from an 
average of $1 7 .80 to $19.80 per acre in western and 
south-central South Dakota and from $26.20 to $27 .50 
in the north-central and central regions, respectively. 
However, in the three regions of eastern South Dakota, 
hayland cash rental rates vary from an average of $34.60 
in the northeast region to $67.20 per acre in the southeast 
region (Table 3 and Figure 8). 
In eastern South Dakota, average cash rental rates 
for hayland vary from $81.60 per acre in the CLTU cluster 
to only $25.10 per acre in the Clark-Day-Marshall county 
cluster. For several counties in each eastern region, 
average cash rental rates for hayland are between $39 and 
$43 per acre, while average rental rates for hayland are 
nearly $63 per acre in the Minnehaha-Moody and Bon 
Homme-Hutchinson-Yankton county cluster (Table 4). 
Within each region and county cluster, there are 
considerable differences in average cash rental rates of 
low-productivity and high-productivity hayland. For 
example, the average rental rate for high- and low-produc­
tivity hayland in the Minnehaha-Moody county cluster are 
$92.50 and $40, respectively. In many regions, lower 
cash rental rates are reported for native hayland, while 
higher rates are quoted for alfalfa or other tame hayland. 
Cash rental rates for irrigated land vary from an 
average of $58.20 in western South Dakota to $98.00 per 
acre in the east-central region and $119.20 per acre in the 
southeast region (Table 3A). 
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2003 Cash Rental Rates: 
Rangeland and Pasture 
Nearly three eighths of South Dakota's 26.2 million 
acres of rangeland and pasture acres are leased to farmers 
and ranchers. Several million acres of rangeland in west­
ern and central South Dakota are controlled by federal, 
state, or tribal agencies and leased to ranchers using cash 
leases or grazing permits. A majority of leased rangeland 
and almost all leased pastures are cash rentals from 
private landlords (Cole et.al, 1992; South Dakota Census 
of Agriculture, 1997). Respondents were asked to report 
2003 cash rental rates per acre and per AUM on privately 
owned rangeland and pastureland in their localities. 
Average cash rental rates per acre reflect regional 
differences in productivity and carrying capacity of 
pasture and rangeland tracts. Average cash rental rates 
vary from $7.70 to $8.60 in western South Dakota to 
$35.20 per acre in the southeast region. Typical cash 
rental rates for low-productivity and high-productivity 
rangeland vary from $5.20 to $10.40 in the northwest 
region and from $24.40 to $45.90 per acre in the south­
east region (Fig 8 and Table 3). 
Rangeland rates per AUM in 2003 are fairly uniform 
across South Dakota, averaging between $19.30 per AUM 
in the northwest region to $21.50 per AUM in the south­
central region. Rental rates per AUM have been steadily 
increasing for the past 3 years in most regions. 
Longer Term Changes in 
Cash Rental Rates, 1991-2003 
From 1991 to 2003, statewide average reported cash 
rental rates increased by $21.10 per acre for cropland, 
$12.50 per acre for hayland, and $6.20 per acre for range­
land. Increases in cash rental rates per cropland acre 
averaged $6. 10 in the south-central region and $29.50 
and $31.50 per acre in the southeast and east-central 
regions, respectively. During this same period, average 
cash rental rates per acre of rangeland increased from 
$3.30 in the western regions to nearly $16 per acre in the 
southeast region. Average increases in AUM rental rates 
across regions varied from $5.60 to $7.60 per AUM. 
From 1991 to 2003, cropland cash rental rates 
increased at an annual average rate of 4.2% statewide 
with higher rates of increases in the north-central, central, 
east-central, and the southeast regions and lowest rates of 
increases in the south-central and southwest regions. 
Cropland rental rate increases were much higher in all 
regions from 1996 through 2003 compared to 1991 to 
1996. For example, statewide average cash rental rates 
for cropland increased at an annual rate of 1 .9% in the 
1991 to 1996 period and 6.0% in the 1 996 to 2003 period. 
Similar trends occurred for hayland and pasture/range­
land during the two periods. 
Thus, increases in agricultural land values from 1991 
to 2003 are generally supported by increases in cash 
rental rates during the same period. 
The more rapid increases in cash rental rates and 
land values from 1 996 to 2003 were directly related to 
crop price or government payment benefits that became 
quickly capitalized into land rents and values. More 
recent increases in land values were also related to sharp 
declines in costs of borrowing money. However, since 
cash..rentµl r�tes did not increase as fast as land values in 
the past 1 2  years, current rates of return, as evidenced by 
gross rent-to-value ratios declined during this period. 
Rates of Return to Agricultural Land 
During the past several years, rates of return to 
agricultural land have generally declined along with 
decreasing interest rates and declining returns in the 
stock market. 
Average rates of return to cropland have been higher 
than those reported for hayland, pasture, and rangeland 
in each of the past 1 3  years of the survey. 
For each survey period, two approaches (gross rates 
of return and net rates of return) have been used to obtain 
information on current rates of return to agricultural land. 
First, gross rent-to-value ratios (gross cash rent as a 
percent of land value) were calculated from respondents' 
reported cash rental rates and estimated value of leased 
land. This is a measure of the gross rate of return 
obtained by landlords, before deduction of property taxes 
and other landlord expenses. For most respondents, the 
estimated gross rate of return in 2003 varies from 5 .0% to 
Table 5. Estimated rates of retu rn to South Dakota agricu ltural land by type of land and by region , 1 99 1 -2003. 
Average I Average 
2003 2002 2001 2000 1 99 1 -02 2003 2002 200 1 2000 1 99 1 -02 
Type of /and-statewide GROSS rate of return (%) NET rate ofretum (%)b 
All agricultural land 6.2 6.5 6.7 6.9 7.3 4.5 4.5 4.8 5 . 1  
Nonirrigated cropland 7 . 1  7.4 7.6 7.8 7.9 5 .0 5 .2 5 .4 5 .5 
Rangeland & pasture 5.4 5 .7 6. 1 6.3 6.7 4. 1 3 .9 4.3 4.9 
Hayland 7. 1 7 .2 7.3 7.5 7.9 4.8 4.7 5 . 1  4.9 
Region d GROSS rate of return (%) NET rate of return (%) 
Southeast 6.7 7 . 1 7 .2 7 . 1  7 .4 4.6 5 5 .4 5 .2 
East-Central 6.7 6.7 6.9 7.3 7.5 4.6 5 5 .5 5 .5 
Northeast 7.4 7.6 7.6 7.8 8 . 1 5 .5  5 .5 5 .6 5.5 
North-Central 6.5 7.0 6.5 7.4 7.8 4.9 5 .6 6. 1 6.5 
Central 6.2 6.6 7.5 7.4 7 .7 4. 1 4.7 4.6 4.5 
South-Central 6.0 6.3 6.6 6.4 6.8 5 . 1  4.2 4.6 4.9 
Southwest 5.6 5 .7 6.7 6.2 6.7 4.2 3 .4 4.0 3 .6 
Northwest 5.6 5 .9 6 . 1  6.7 7.0 3.9 3 .9 4.0 5 .6 
'GROSS rate of return (percent) is calculated by dividing the average gross cash rental rate by reported value of rental 
land. 
�ET rate return is the reporter's estimate of the percentage rate of return to ownership given current land values. 
Appraisers often refer to this measure as the market capitalization rate. 
<State level GROSS and NET rate of return estimates are calculated by weighting regional estimates by proportion of 
acres of each land use by region. 
dRegional level GROSS and NET rate of return estimates are calculated by weighting the rate of return estimates for 
each land use by proportion of the region agricultural acres in each land use. 
Source: 2003 South Dakota Farm Real Estate Survey, SDSU 
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5.3 
5.9 
4.7 
5.4 
5 .7 
5 .5 
6.0 
6. 1 
5.2 
5 . 1  
4.2 
5.0 
9.3% for cropland, from 4.5% to 10% for hayland, and 
from 4.0% to 8. 6% for rangeland. 5 
The statewide average gross rate of return (rent­
to-value ratio) is 7.1 % for non-irrigated cropland and 
hayland and 5.4% for rangeland. Regional average rent­
to-value ratios vary from 5.6% in the southwest and 
northwest regions to 7 .4 % in the northeast. Across all 
regions and all agricultural land uses, the 2003 average 
rent-to-value ratios are lower than the average calculated 
over the 1991 to 2002 period and are also lower than the 
average rent-to-value ratio calculated in almost any of the 
previous 12 years (Table 5). This trend of lower current 
rates of return to farmland is also related to and follows 
the trend of lower interest rates in the past few years. 
Next, respondents were asked to estimate the 
current net rate of return (percent) that landowners in 
their localities could expect, given current land values. 
. Appraisers refer to the current annual net rate of return 
as the market-derived capitalization rate, which is widely 
used in the income approach to farmland appraisal. 
The net rate of return is a return to agricultural land 
ownership after deducting property taxes, real estate 
maintenance, and other ownership expenses.6 
Average net rates of return for 2003 varied from 5.0% 
for non-irrigated cropland to 4.1 % for rangeland and 
pasture. Most respondents reported net rates of return 
ranging from 1.0 to 8.0% for each agricultural land use. 
The statewide average estimated net rate of return 
on all-agricultural land is 4.5% , which is lower than the 
previous 12-year average net rate of return of 5.2% 
(Table 5). 
Average net rates of return by region in 2003 vary 
from 3.9% in the northwest to 5.5% in the northeast. 
During the 1991 to 2002 period, average rates of return 
by region varied from 5.0 to 6.0% , except for a 
considerably lower rate of return of 4.3% reported in 
the southwest region. 
The projected difference between gross and net rates 
of return to agricultural land ownership in 2003 is 1.7 
percentage points for all-agricultural land and varies 
somewhat across regions and agricultural land uses (Table 
5). Most of the difference between gross returns and net 
returns is caused by property tax levies. 
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The declines in gross cash rates of return and net 
rates of return in recent years reflect the fact that cash 
rental rates have been increasing at a slower rate than 
land values. Thus, farmland investors are in a market 
where an increasing proportion of total returns is from 
expectations of capital appreciation instead of current 
cash returns. Nevertheless, cash rental rates continued 
to increase in most regions of South Dakota despite 
prevalent drought. 
The current average net rate of return of 4 .5% on 
all-agricultural land in South Dakota remains lower than 
farmland mortgage interest rates. However, the spread 
between mortgage interest rates and current net rates of 
return has narrowed in the past 2 years, due to overall 
declines in interest rates. 
Caution in farm real estate debt financing remains 
necessary in today's agriculture, as returns to farmland 
remain dependent on government farm policy, trade 
policies, and the uncertainties of markets and weather. 
Respondents' Assessment of Factors 
Influencing Farmland Markets 
Respondents were asked to list major positive and 
negative factors affecting the farm real estate market in 
their localities. These factors help explain changes in the 
amount of farmland for sale, sale prices, and rental rates. 
Seven eighths of respondents listed one or two positive 
reasons compared to three fourths listing one or two 
negative reasons. 
Low interest rates (26% of responses), farmland 
as a preferred investment alternative (17% of responses), 
and government farm programs (15% of responses) were 
the three most frequently listed positive factors. 
Compared to the past two surveys, low interest rates 
5 The range of reported rates of return and calculated rent-to-value ratios is 
shown for the middle 90% of responses for each land use. This represents the 
practical range of reported rates of return and rent-to-value ratios. 
6 The market derived income capitalization rate used by appraisers is equal to 
net returns to land divided by its current market value. One widely used 
method of estimating net return to agricultural land is subtracting property 
taxes, land maintenance expense, and other land ownership expenses from the 
gross cash rental rate for the same land. In each SDSU farmland market survey, 
respondents are requested to estimate this net rate of return by land use for agri­
cultural land in their locality. 
replaced government farm programs as the most frequently 
mentioned positive factor influencing land values and 
cash rents. 
The nearly 3 years of poor stock market performance 
is a major contributor to the perception that real estate, 
including farmland, is a preferred investment alternative. 
The lowest interest rates in more than 30 years reduce 
borrowing costs for land purchases and for operating 
expenses (including rental payments) and increase the 
financial feasibility of longer-term investments. 
The dependence of Midwest and Great Plains agri­
culture on federal farm program payments also leads to 
higher cash rents and land values, especially for cropland. 
This dependence on farm programs often improves 
returns to landowners but also creates increased costs for 
renters and most beginning farmers. Thus, government 
farm programs are listed as both a positive factor and 
negative factor (Fig. 9 and 10) .  
Investor interest and hunting/recreation interests 
continue as important positive factors (2 1 % of positive 
responses) but were also listed as important negative 
factors ( 13% of negative responses) in the farm real 
estate market. During the 1 990s,  investor interest and 
hunting/ recreation interest in farm/ranch land increased 
in relative importance and are now cited by several 
respondents in each region of South Dakota. Some 
Fig 9. Positive factors in the farm real estate market. 
Other 
9% 
Better Investment 
1 7% 
Government 
Program 
Hunting/Recreation 
8% 
respondents from the Black Hills and Sioux Falls areas 
cite the impact of other non-agricultural uses as important 
in affecting farmland markets in their localities. 
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Most of the negative comments about "outside" 
investor interest are related to their ability to often outbid 
local farmers starting or expanding their operations. 
The 2002 drought (27% of responses) was cited as 
the principal negative factor influencing the South Dakota 
farmland market. Many respondents commented that 
many negative financial impacts of the drought are often 
delayed until the following year(s). 
Low returns and higher input costs , relatively low 
commodity prices , along with uncertainty about the 
direction of the general and agricultural economy were 
also listed as important negative factors. 
Respondents were specifically asked about the 
impact of the 2002 drought on changes in cash rental 
rates for crop, hay, and range land. Nearly three fifths 
of respondents indicated the drought had no impact on 
cash rental rates , while most of the others indicated the 
drought was only one of many factors associated with 
increases in cash rental rates from 2002 to 2003 .  Several 
respondents indicated continued drought could have a 
much greater negative impact on farmland markets in 
the following years. 
Fig 1 0 . Negative factors in the farm real estate market . 
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Agricultural Land Market Expectations, 
Past and Prospective 
Respondents were asked to estimate the percentage 
change in land values during the previous year and to 
forecast percentage changes for the next year. More than 
two thirds of respondents provided their perception of 
previous year land value changes, but only half provided 
forecasts for next year. 
During the past year, respondents' estimated percent­
age increases in land values averaged from 9. 7% for 
hayland and tame pasture to 10 .1  % for cropland and 
1 1 .4% for rangeland. Most respondents (88% to 94% ,  
depending on land use) reported increases in land values 
during the previous 12 months, and only 1 % indicated 
farm land values had declined. Respondents ' perceptions 
of percentage changes in land values were generally 
lower in western and south-central regions than in other 
regions of South Dakota. 
Three fourths of respondents providing forecasts 
expect land values to increase in the next 12 months, 
while most others expect no change in land values. 
Only 2% expect land values to decline. 
The median forecast percentage increase is 5 % for 
rangeland compared to an average (mean} forecasted 
increase of 4 .5% for pasture and hayland and 5 .2% for 
cropland. Again, forecasted percentage changes were 
lower in western and south-central South Dakota than 
in eastern and north-central South Dakota. 
In summary, respondents to the 2003 survey remain 
optimistic about prospective farm/ranch land market 
conditions in the next 12  months. Farmland values have 
increased more than the rate of general price inflation 
from 1991 to 2003 in all regions and for all land uses 
in South Dakota. Cash rental rate increases provide 
underlying support for increases in land values. Poor 
stock market performance in the past few years has also 
increased interest in real estate, including farm real 
estate , as an investment. These basic economic factors 
attract interest to farmland purchases for investors and 
farmers expanding their operation. 
The main reservations in an ongoing optimism are 
concerns about impacts of continued drought, should it 
occur, and future financial consequences of the existing 
drought on the ability of many farmers and ranchers to 
recover. 
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APPENDIX I: SURVEY l\ffiTHODS AND RESPON­
DENT aIARACI'ERISTICS 
The primary purpose of the 2003 South Dakota Farm 
Real Estate Market Survey was to obtain regional and 
statewide information on: (1) 2003 per-acre agricultural 
land values by land use and land productivity, and (2) 
2003 cash rental rates by agricultural land use and land 
productivity. In addition, we obtained respondents' 
assessments of positive and negative factors influencing 
their local farm real estate market and motivations for 
buyer/seller decisions. 
Copies of this survey were mailed to potential 
respondents on February 18 with a follow-up mailing on 
March 10. Potential respondents were persons employed 
in one of the following occupations: (1) agricultural 
lenders (senior agricultural loan officers of commercial 
banks or Farm Credit Service) , (2) loan officer or county 
direct�rs of th�TUSDA Farm Service Agency (FSA) , (3) 
Cooperative Extension Service agricultural educators 
and area farm management specialists ,  and (4) licensed 
appraisers and assessors. Some appraisers were also 
realtors or professional farm managers, while some 
lenders were also appraisers. 
Total response rate was 40.5% of 714 persons 
contacted. Usable survey response rate was 33.5%. 
The distribution of 239 respondents by location and 
reported occupation is shown in Appendix Table 1. 
Seventy-three percent of Farm Service Agency officials, 
35% of agricultural lenders, assessors, and Extension 
educators, and 20% of licensed appraisers or assessors 
contacted provided usable responses. Nearly five-eighths 
of respondents are agricultural lenders or FSA officials. 
The updated list of appraisers used in our mailing 
list does not distinguish between appraisers involved 
with residential, commercial, or agricultural real estate. 
Many appraisers are primarily involved with residential 
real estate markets and are not involved with agricultural 
land. A majority of unusable responses were from 
residential/commercial property appraisers not involved 
in farm real estate markets. 
Half (52%) of the respondents were from the three 
eastern regions of South Dakota, 29% were from the three 
regions of central South Dakota, and 19% were from 
western South Dakota. Most respondents were able to 
supply land value and cash rental rate information for 
non-irrigated cropland, rangeland, and hayland in their 
Appendix Table 1 .  Selected characteristics of respondents , 2003. 
Number of respondents = 239 
Respondents : 
Reporting location N % Primary Occupation N % 
Southeast 5 1  2 1 .3% Banker/loan officer 1 07 44. 8% 
East-Central 33  1 3 .8% Farm Service Agency 40 1 6.7% 
Northeast 40 1 6.7% Assessor 2 1  8 .8% 
North-Central 3 1  1 3 .0% Appraiser/realtor 49 20.5% 
Central 22 9.2% Extension educators 22 9.2% 
South-Central 1 7  7 . 1 %  239 1 00.0% 
Southwest 22 9.2% 
Northwest 23 9.6% 
239 1 00.0% 
Response rates: 
Land values N % Cash Rental Rates N % 
Nonirrigated cropland 234 97 .9% Nonirrigated cropland 223 93 .3% 
Irrigated cropland 8 1  33 .9% Irrigated cropland 7 1  29.7% 
Hayland 205 85 .8% Hayland 1 87 78 .2% 
Rangeland (native) 2 1 6  90.4% Rangeland (acre) 1 9 1  79.9% 
Pastureland (tame) 1 66 69.5% Rangeland (AUM) 66 27.6% 
Source: 2003 South Dakota Farm Real Estate Market Survey 
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localities. However, only 34% of respondents provided 
data on irrigated land values, 30% provided data on 
irrigated land cash rental rates, and 28% provided data 
on rangeland AUM rental rates. The overall pattern of 
response rates and respondent location has not changed 
very much in recent years. 
Regional average land values by land use are simple 
average (mean) values of usable responses. Statewide 
average land values by land use are weighted by the 
relative number of acres in each region in the same land 
use. All-agricultural land values, regional and statewide, 
are weighted by the proportion of acres in each agricul­
tural land use. Thus, all-agricultural land values in this 
report are weighted average values by region and land 
use. This weighted average approach is analogous to 
the cost (inventory) approach to estimating farm real 
estate values in rural real estate appraisal. 
.This. approach has important implications in the 
derivation of statewide average land values and regional 
all-land values. For example, the two western regions of 
South Dakota with the lowest average land values have 
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nearly 61 % of the state's rangeland acres, 39% of 
all- agricultural land acres, and only 16% of cropland 
acres. Our approach increases the relative importance of 
western South Dakota land values in the final computa­
tions and results in lower statewide average land values. 
The weighting factors used to develop 
statewide average land values were based on estimates 
of agricultural land use for privately owned non-irrigated 
farmland in South Dakota. It excludes agricultural land 
(mostly rangeland) leased from tribal or federal agencies, 
which is mostly located in the western and central 
regions of the state. Irrigated land is also excluded from 
regional and statewide all-land values. The land-use 
weighting factors were developed from county-level 
data in the 1997 South Dakota Census of Agriculture 
and other sources (Janssen, 1999). 
Regional average rental rates by land use are simple 
average (mean) values of usable responses. Statewide 
average cash rental rates for each land use are weighted 
by: (1) the relative number of acres in each land use, and 
(2) the proportion of farmland acres leased in each region. 
